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STATE PLAN UNDERTITLE XIX OF THE SOCIAL SECURITYACT 


STATE OF SOUTH CAROLINA 


-METHODS AND STANDARDS FOR ESTABLISHING PAYMENT RATESOTHER TYPESOF CARE 

(Reference Attachment3.1-A) 


2.a. OUTPATIENT HOSPITAL SERVICES 


I. General Provisions 


A. purpose and upper Limit of payment 


This plan establishes the methods and standards for reimbursement of 

outpatient hospital services. The plan sets
a prospectiverate of payment 

which will not exceed the upper limit
of payment for comparable services 

furnished under comparable circumstances under Medicare as required by
4 2  
CFR 447.321. 

-
Effective October 1, 1999, the Outpatient Fee Schedule rates increased. 

The new-rates can be found in the Hospital Manual. IC. addition,
a portion 

of the small hospital access payment (see 4.19-A section VI) will be 

allocated to outpatient services. 


B. objectives 


Implementation of the reimbursement methodology provided herein has the 

following objectives: 


To contain growth in the rate paid �or outpatient services. 


. 	 To encourage outpatient resources be used when they are appropriate 
substitute for inpatient hospital services. 

To discourage the inappropriateness of outpatient: hospital resources 

as a substitute for physician office and clinic services. 


C. Definitions 


The following definitions shall apply for the purpose of reimbursement 

under this plan. 


1. 	 Outpatient - A patient who is receiving professional services at a 
hospital which does not admit him and which does.notprovide him room 

and board and professional services
on a continuous 24 hour basis. 


2. 	 Outpatient services - Those diagnostic, therapeutic, rehabilitative, 
or palliative itemsor services furnished byor under thedirection 

of a physician to an outpatient by an institution licensed and 

certified as a hospital. This service will include both scheduled 

services and the provision of serviceon an emergency basis in an 
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se rv ice  - Surg ica l  a r e3 .  Surg ica l  s e rv i cesde f ined  as t h e  
procedures  s e t  f o r t hopera t ive  t h e  ICD-9-CM s u r g i c a l  

andprocedurecodes. Emergency nonemergency s u r g i c a ls e r v i c e s  
are included as s u r g i c a l  services. 

4. Non s u r g i c a ls e r v i c e s  - Emergency o r  non-emergency services 
rendered by a physicianwhich do n o t  meet t h e  c r i te r ia  f o r  
s u r g i c a l  o r  treatment/therapy/testing s e r v i c e s .  

a. 

b. 

Emergency s e r v i c e  - Servicesrendered  t o  c l i e n t s  who 
requi reimmedia temedica lin te rvent ionforanycondi t ion  
f o r  whichdelay in t rea tment  may r e s u l t  i n  d e a t h  o r  s e r i o u s  
impairment. 

Nonemergency service - Nonemergency services are def ined  as 
scheduledorunscheduled visits t o  an o u t p a t i e n th o s p i t a l  
c l i n i co r  emergency room where a p r o f e s s i o n a l  service is 

.rendered. 

5 .  	 Treatment/Therapy/Testing service - Such services are de f ined  
as l abora to ry  , r a d i o l o g y ,d i a l y s i s ,  physical , speech, 

p sych ia t r i c ,r e sp i r a to ry  andoccupa t iona l ,  and  the rap ie s  
t e s t i n g  s e r v i c e s .  

II. Scope Of Serv ices  

E f f e c t i v ew i t hd a t e s  of s e r v i c eJ u l y  1, 1988, h o s p i t a l sc e r t i f i e df o r  
pa r t i c ipa t ionundertheHea l thInsu rancefo rthe  Aged Programunder 
T i t l e  XVIII of t h eS o c i a lS e c u r i t y  Act andpa r t i c ipa t ingunderthe  
MedicaidProgram s h a l lb er e i m b u r s e df o ro u t p a t i e n ts e r v i c e sr e n d e r e d  
t oe l i g i b l ec l i e n t sa c c o r d i n gt o  onethree  ofof  typesoutpa t ien t  
s e r v i c e sc a t e g o r i e s .T h e s ec a t e g o r i e sa r ep r i o r i t i z e d  a:; fol lows:  

Surg ica l  services 

Nonsurgical services 

Treatment/Therapy/Testing s e r v i c e s  

A. Surg ica lServ ices  

1. Se rv icesInc ludedinSurge ry  Payment 

S u r g i c a ls e r v i c e ss h a l li n c l u d et h o s eo u t p a t i e n ts e r v i c e sf o r  
procedurewhich a v a l i d  ICD-9-CM surgical  code i s  ind ica t ed .  

For thepurposeso fre imbursemen t ,su rg ica lse rv icessha l lbe  
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all-inclusive of theservicesrendered,including but not 

limited to drugs, anesthesia, IV, blood, supplies nursing 


operating room, recovery prosthesis, etc.
services, room, 

Physician's services and observation room charges are not 

included and may be billed separately. 


2. Payment Method 


a. Surgical services shall be compensated based on the lesser of 
the charge for services or an all-inclusive .fee. IO-9-CM 
surgical procedures shall be classified by procedures of 
similar complexity which consume a like amount of resources. 
Anall-inclusive fee shall beestablished f o r  leach class. 

b. 	 Fees for surgical classificationsare based on a relationship 
to the average historical payment made by the state of such 
procedures as determined from claim history (data. ICD-9-CM 
procedure codes which are not classified under the initial 
grouping of procedureswill be assigned ,a class by the 
Commission. Professional personnelmedical will be 

responsible for this function. A procedure may be assigned 

to an existing classification or a new classification may be 

created to compensate for theprocedure at the discretion of 

the commission 


c. In the case of multiple surgeries only one payment will be 

made. The class producing the highest rate of payment will 

be selected as the payment rate. 


B. Nonsurgical Services 


1. Services Included in Nonsurgical Services Payment 


Nonsurgical services
shall include those scheduled and 

unscheduled emergency or clinic visits to hospitals which do 

not meet the criteria for surgical services, but which involve 

a professional service or direct patient contact other than 

that associated with a treatment/therapy/testing service. For 

purposes of reimbursement, nonsurgical servicesshall be 

all-inclusive of theservices rendered,including but not 

limited to drugs, anesthesia, IV, blood, supplies,nursing 

services, emergency room, clinic, etc. 


Physicianservices and observation room charges are not 

included and may be billed separately. 
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2. Payment Method 


a. Nonsurgicalservices shall be compensated based on the 

lesser of the charge for services or an all-inclusive fee. 

ICD-9-CM disease classifications shall be grouped by 

procedures of similar complexity whichconsume a like amount 

of resources. An all inclusive fee shall be established for 

each class. 


b. 	 Fees for nonsurgical classifications are based on a 
relationship to the average historical payment made by the 
state of such procedures as determined from claim history 
data. IO-9-CM diagnosticprocedure codes whichare not 
classified under the initial grouping of procedures will be 
assigned a class by the Commission. Professional medical 
personnel willbe responsible for this function. 

A procedure may beassigned to an existing classification or 
anew classification may be created to compensate for the 
procedure at the discretion of the Commission. 

c. 	 In the case of multiple diagnosis only one payment will be 

made. The class producing the highest rate of payment will 

be selected as the payment rate. 


C. Treatment/Therapy/Testing Services 


The methods and standards for payment of treatment/testing/therapy 

services are divided into two categories: 


. Laboratory and Radiology 

. Other Treatment, Therapy and Testing Services 

1. Laboratory and Radiology 


, a. Services Included in Payment Amount 

Payments for laboratory and radiology services rendered to 

outpatients shall consist of a fee for services. The fee 

excludes payment for services rendered directly to a patient 

by a physician (professional). If laboratory and radiology 

services are combined with surgical or nonsurgical services, 

no separate payment shall be made. 
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b. PaymentMethod 

i. 	Payments fo rt echn ica lr ad io logy  and l abora to ryse rv ices  
s h a l l  b e  made basedonthelesser  of thecharge or f i x e d  
f e e  f o r  e a c h  CPT codedprocedure. 

ii. The f e ef o rt e c h n i c a lr a d i o l o g y  or l abo ra to ryse rv ices  is 
basedon a percentageofthe amount f o r  a to t a l  p rocedure  
on t h e  fee schedule  for independent:radiology or 
l abo ra to ryse rv ices .  

2. OtherTreatment,TherapyandTestingServices 

a. Se rv icesInc ludedIn  Payment Amount 

therapy,  tes t ing services u n d e r  p a r tTreatment ,  and t h i s  
i nc lude  t r ea tmen t ,  phys i ca l ,d i a lys i s  r e sp i r a to ry ,  speech ,  
occupa t iona l ,aud io log ica lthe rap ie s ,psych ia t r i ct r ea tmen t ,  
and  payment for  t rea tment  tes t ingte s t ing .  The each  and  
ca tegory  i s  a payment per service.Therapy services rendered 
u n d e rt h i sp a r ti n c l u d et h ep r o f e s s i o n a l  service component. 
I f  such  services are p rov ided  in  con junc t ion  wi th  su rg ica l  or 
nonsurg ica lse rv ices ,  no sepa ra t e  payment s h a l l  b e  made. 

b.  PaymentMethod 

Se rv icesunde rth i spa r tsha l lbere imbursedthele s se r  of 
t hecha rgefo rthese rv ice  or thef ixedfee .  A f i x e df e e  is 
as s ignedfo reachse rv icetypeunderth i s  p a r t .  

XIX. U t i l i z a t i o n  Review 

1. 	The Commission sha l lr ev iewthemed ica lnecess i ty  of a l ls e r v i c e s  
r ende red  th i sunde r  pa r t .  Such review may occur  on a pre-or 
post-paymentbasis or, a t  theop t ion  of t h e  Commission, may occur  
p r i o rt ot h er e n d e r i n go ft h es e r v i c e .  Where s u c hs e r v i c e sa r e  
determined medical lynot  necessary,  payment s h a l l  be recovered 
us ingthe  mostexpedientmeans, or d e n i e d  i n  i t s  e n t i r e t y .  

2 .  	The Commission s h a l l  a l s o  r e v i e w  t h e  a p p r o p r i a t e n e s s  of b i l l i n g  f o r  
a l l  s e rv i cetypes .  Such review may occurpre- or post-paymentand 
may produce payment d e n i a l  or recovery by t h e  mostexpedient means 
poss ib l e .  
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IV. Payments to Out-of-state Providers 


Payments to out-of-stateproviders shall be made basedon the lesser of 

the fixed fee specified for the service or the charge for the service in 

the case of surgery, nonsurgeryortreatment,therapyandtesting

services. 


2b. RuralHealthCare 


Reimbursement for medically necessary services will be made of the 

all-inclusive patient encounter fixedrate, per visit, as established by

the Medicare Regional Intermediary. A copy of the actual costs and 

utilization reports shall be submitted to this agency
at the endof each 

fiscal reporting period to enable us to determine the reimbursement due 

�or the fiscal period. 


Servicesrenderedtoindividualsage sixty-five (65)or older, and 

disabled, who are eligible for benefits through the Medicare program, will 

follow theMedicarebillingproceduresestablishedbytheRegional

intermediary. Coinsurance and Deductibles will be paid by the Medicaid 

(Title XIX) program where the individual has joint eligibility under both 

programs. 


2c. Federally qualified Health Centers 


The South Carolina Department of Health and Human Services (DHHS) will 

accept the Modified Medicare Cost Report for Rural Health Clinics as the 

cost report format for the Federally Qualified Health Centers in South 

Carolina. The reports, as submitted, shall be reviewed for accuracy,

reasonableness, and the allowability of costs as defined by Medicare 

reasonable cost principles. Reimbursement will be made
at 95% of Medicare 
reasonablecostswiththefollowingconstraints: (1) Theminimum 
productivity level shall be for the provision of services from22 to 2 7  
patients per day; (2) Overhead costs shall be limited to not more than 
thirty percent (30%); and, ( 3 )  Out-of-state Federally Qualified Health 
Centers shall be paidthe statewide average encounter rate as determined 

from the most recently completed state fiscal year To ensure that 


95%
reimbursement will be made at of Medicare reasonable costs, subject to 

the above mentioned constraints, adjustments
to cost shall be madeon a 
retrospective basis based upon our review of the provider's FYE c o s t  
report.Furthermore,thereportedinformationshallbeutilized for 
establishing or modifyingtheratesofpaymentforfutureservices 
rendered by the Federally Qualified Health Center. For those facilities 
that are notPHS grantees but are designated as"look alikes the same 

cost principles and constraints shall apply as mentioned above for the 

Federally Qualified Health Centers. 


2e. Indian Health Service (IHS) Facilities: 


EffectiveJuly 1, 1999, DHHSwillreimburseIHSfacilities(638

facilities) at the rate as determined
by the Indian HealthService. For 

Calendar year 1999, the rateis published in the Federal Register/Vol.64,

No. 16/Tuesday January 26, 1999/Notices page 3955. Subsequent year 

rates shall be announced in the Federal Register. The rate shall be an 

all-inclusive encounter rate per visit �or the provision of medically 

necessary Out-patient services provided to both Native and non-Native 

Americans. 


Coinsurance and Deductibleswill be paid by the MedicaidProgram (Title

XIX) program where the individual has joint eligibility for Medicare and 

Medicaid. 


sc: MA 99-010 
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bothprograms; however, The Medicare(TitleXVII)programisprimarily

responsible �or reimbursement in these cases.
Non-Medicare benefits will follow 

the South Carolina Medicaid State Plan as described 42 CFR 337.371 (c) (2). 


3. Other Laboratory and X-Ray Services: 


Reimbursement is calculatedas it isfor physicians. Refer 5. 


4.b early and Periodic Screenins. diagnosis and Treatment Screenins Services: 


For providers other than individual practitioners
a negotiated encounter 

rate not to exceed reasonable cost. This rate shall also serve as the 

upper limit for reimbursement
�or individuals practitioners providing the 

same services. 


Comprehensive Health and Developmental History including

Assessment of both Physical and Mental Health
development


Assessment of Screening

Comprehensive Physical Hearing
Unclothed Examination Screening 

Ear, Throat Blood
Nose, and InspectionPressure 

Developmental Assessment
Screening Anemia 

Assessment of Immunization Status and Administration Health Education 


Optional services as deemed medically necessary
by the provider: 


Lead Urinalysis
Screening
Tuberculin
Test 

Cell Test Parasite
Sickle Test 


Immunizations: 


Vaccines for Medicaid eligible children are obtained through the State 
Health Agency as provided under the Vaccines �or Children Program. An 
administration fee will be reimbursedto Medicaid providers who administer 

immunizations in conjunction withan EPSDT screenin: or other billable 

service, as well as, �or "shots only" visits. 


Payments �or EPSDT Services that are not otherwise covered: 


Services not listed as covered services in the state agency manuals/state

plan will be provided if determined to be medically necessary by the 

appropriate agency staff or consultants. The reimbursement �or these 
services will be 80% of statewide usual and customary fees. I� the 
provider is a government agency and/or a non-profit organization, the 
reimbursement will be no greater than actual costs. This in compliance
with 4 5  CFR SubpartQ. 

Private duty Nursing Services: 


This reimbursement may not exceed that which the agency would reimburse 

forinstitutional care as specifiedinSection VI; G Paymentfor 

Administrative Days. These services are reimbursed at an hourly rate which 

does not exceed usual and customary charges. Payment per week cannot 

exceed the payment �or a week of institutional care. An institutional 

setting is the alternative placement
�or 24 hour continuouscare. 


Personal Care (Aides) Services: 


Personal Care (Aides) Service will be reimbursed through
a fee for service 

methodology basedon the delivery of units of service.
A unit of service 

will be one (1) hour. Payments to state agency providers will not exceed 

the cost of rendering the service. Reimbursement
�or these services does 

not exceed usual and customary charges for the same service in the 

surrounding locality. 
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Physician Therapy occupational Therapy and Psychological Services: 


These services include physical therapy services, occupational therapy

services and psychological testing, evaluation and counseling services and 

are reimbursed at an established fee schedule based (3n cost or by the 

methodologies set forth in other sections
of the Plan. 


Nursing Services�or Children Under21: 


Initial reimbursementto providers of nursing services for children under 

the age of21 is madeon the basis ofan established fee schedule
not to 

exceed the prevailing charges in the locality for comparable services 

under comparable circumstances. Reimbursement will be provided
on a unit 

of a quarter of an hour basis �or skilled nursing services and a per 

encounterbasis �or medicationadministrationandothersimilar 

procedures. The current reimbursement rates are based on ratesor fees 

reimbursed for similar services. 


State and local government providers must submit annual actual cost and 

service delivery data. The State shall utilize Medicare reasonable cost 


A-87 and other OMB circulars
principles as well as OMB Circular as may be 

appropriateduringitsreviewofactualallowablecosts.Future 

reimbursement ratesto state and local government providers shall be the 

lesser of actual allowable documented cost or the established fee. 


4.c 1 


Family Planning Services are reimbursed at an established fee schedule 

based on cost or by the methodologies set forth
in other sectionsof the 

Plan. 


5. 	 Reimbursementforphysicians,osteopaths,andpodiatristswillbethe 

amount calculated by using a State agency determined percentage the 

Medicare Resource Based Relative Value System (RBRVS) Fee Schedule,
or the 

amount calculated by using a payment schedule based upon the relative 

value of each procedure code multiplied by a conversion factor assigned by

the State Agency,or lesser of actual charge. Relative valuesare based 
on those established for the Medicare RBRVS. For those procedures not 
having a relative value, reimbursementis basedon data collected within 

the Medicaid Management Information Systemor by a review conducted by

medical personnel to establish the relative value. the percentage and/or 


to the
the conversion factor will be reviewed annually prior closeof each 
State fiscal year. Updates to the payment schedule may be targeted to 
specific procedure codes or ranges of procedure codes. Some of the 
considerations for targeting updates are: ensuring provider participation,
eliminating inequities with the system, ensuring providers out-of­
pocket expenses, etc. The payment schedule is applied uniformlyto all 
reimbursement without consideration t o  locality or specialty of the 
physician. 


Alternate Reimbursement Methodology ( A R M )  

A provider of physician's primary care services may opt to be reimbursed 

under the Alternate Reimbursement Methodology
(ARM). 


The A R M  rate is based on the historical reimbursement and utilization data 

for the core set of primary care services including a payment for 

management of a recipient's health care services. The rates are set for 

appropriate age and sex groupings and categories of eligibility. The 

monthly ARM rate, for the core set of primary care services, will be 

reimbursed to a Medicaid provider based on the number of Medicaid 

recipients enrolled in the provider's practice. 
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The ARM rate will not exceed
the upper payment limits as specified 42 

CFR 447.361. The ARM rate will not exceed the amount that can reasonably

be estimated would have been paid for those same services
on a fee-for­

service basis toa non enrolled population group. 


The ARM rate will be reviewed annually to assure reasonableness and 

adequacy as compared to those same services
on a fee for servicebasis'. 


A Primary Care Access Incentive Payment
to actively enrolled primary care 

physicians who have served a large volume of Medicaid recipients will be 

developed based on the volume of unduplicated recipients served by any

given physician during the first three quarters of the state's fiscal 

year. The primary care services which the SCDHHS will use in order to 

determine the numberof unduplicated Medicaid recipients will consist
of 

office visits, prenatal and postpartum visits, and early and Periodic 

Screening, Diagnosis and Treatment exams. The purpose
of these payments

will beto ensure and increase access
of primary care services to Medicaid 

recipients. The Primary Care Access Incentive Payment (when added to 

prior payments for services rendered during the specified period) will not 

exceed the charges made by providers for office visits, prenatal and 

postpartum visits, andEarlyandPeriodicScreening,Diagnosisand 

Treatment exams. The Primary Care Access Incentive Paymentmay vary from 

year to year when added to paid claims, but will not exceed 100% of 

charges. The primary care physicians targeted for these payments include 

the following: family physicians, general practitioners, gynecologists,

internists,obstetricians,osteopaths,andpediatricians.Physicians 

currently practicing at a Federally Qualified Health Center or Rural 

Health Clinic have been excluded from these incentive payments. 


For each recipient served, the primary care physicians will receive a 

Primary Care Access Incentive Payment
based on the following schedule: 


Payment per Number Served
Recipient Recipients
of 


$3.00 75 - 374 

5.00 - 749 

7 . O O  7 5 0  - 1,124 

8.00 more
1 ,125 or 

In order to reimburse the Primary Care Access Incentive Payment, the 

of funds and may pay from
SCDHHS will establish a pool $0 up to$1,000,000 


in anygiven state fiscal year. 
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Reimbursement forlaboratory(pathology)servicesperformedbyindividual 

practitioners is calculated as specified
in 5. 


End State Renal Disease - Reimbursement for ESRD treatments, either homeor in 

center, will be an all inclusive fee based on the statewide average of the 

composite rates established by Medicare. The reimbursement will be an all 

inclusive fee to include the purchase or rental, installation and maintenance
of 

all equipment. 


6.a podiatrists' Services: 


Reimbursementiscalculatedinthesamemanner as forPhysicians' 

services. Refer to 5. 


6.b e services ; 

Payment will be according an established fee schedule for all services 

not provided through the sole source contract. Effective February 1, 

1982. 


6.c chiropractors Services: 


Payment will be according to an established fee
schedule 


6.d t i s t ;  reimbursement is calculated at 
one-half the rate of the Anesthesiologist, Physician Services. Refer to 
5. 


nurse practitioner Reimbursement is calculated at80 percent of the rate 

for Physician Services. Refer to 5. 


Psychologists: Psychological services are reimbursed at an established 

statewide fee scheduleasbased on theMethodologyoutlinedinthe 

Physician Section5,Attachment 4.19-B, Page2a. All requirements 

identified under CFR 441.200ff and 441.300ff shall be met. 


. .licensed midwives services
vices: Reimbursement is calculated at 6 5 %  of the 
rate for physician services. Refer to Sa and 5b. 

7 .  Home Health Services: 

A. Nursing Services,HomeHealth Aide Services,PhysicalTherapy, 

Occupational Therapy, Speech Pathology, and Audiology are provided and 

reimbursed based on the lesser of allowable Medicare costs, charges,
or 

theMedicare costlimits.Medicalsupplieswhichareusedinthe 

provision of routine home health services are initially reimbursed based 

on charges; however, during the fiscal year end (cost settlement, an 

adjustment is made reflective of the cost to charges ratio for medical 

supplies.Durablemedicalequipmentpurchasedthroughahomehealth 

agency will be reimbursed in accordance with Section
12 (c) of this plan 

4.19-B. Home Health Agencies entering the Medicaid program for the first 

time will be 
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